
Contingencies

Consolidated Financial Statemen..

Business Combinations

Earnings per Share

Long"Term Conslnlction-1'ype Contracts

Discontinuance ofDatin& Earned Surplw

Accounting for Costs ofPension Plans

ARB 51

Accounting Research Bulletins ("ARB")
ARB 43 Rtstatement and Revision of Accounting Resean:h Bulletins

ARB 44 Declining~balanceDepreciation

ARB 44 Declining-balance Depreciation
(Revised)

ARB 45

ARB 46

ARB 47

ARB 41

ARB 49

ARB 50

SAB9B

SAB99

SAB 100

SAB 101

SAB lOlA

SAB 102

SAB 103

SAB 104

SAB 105

SAB 106

SAB 107

Recent Staff Accounting Bulletins ("SAB")
(July 1996 through date of publication) .

I
SAB 97 The Inappropriate Application of StaffAccounting Bulletin No. 41, TfillUlfen of

Nonmonctary Assets by Promoters or Sharcholdcn, to Purchase Business Combinations
Consummated Just Prior to or Concurrent With an Initial Public Offering, and the
Identification of an Accounting Aceluirer in Accordance Wi1h APB Opinion No. 16.
Business Combinations. for Purchase Business Combinations Involving Morc Than Two
Entities

Revision ofCertain SAD Topics to Rcflcctthc Provisions of Statement ofFinancial
Accounting Standards (SFAS) No. 121, Earnings Per Share and SFAS No. 130, Reporting
Comprehensive Income

Materiality

Rostluoturing and Impairment Cha'Iea
Revenue Recognition in Financial Statements

Amendment: Revenue Recognition in Financial Statements (delay olSAS 101
implementation)

SAB 101 B Second Amendment: Revenue Recognition in Finaricial Statements (delay of SAB 101
implementation)

Selected Loan Loss Allowance Methodology and Dtxumentation Issues

Update ofCodification of Staff Accounting Bulletins

Revenue Recognition

Miscellaneous Accounting - Loan Commitments Accounted for as Derivative IDstruments

Oil and Gas Production Activities - Application ofFuU COSI Method of Accounting

Sh.....Based Payment

36

. _. '-'~-r----



Appendix E: Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act is structured by Title:

Title I - Public Company Accountinl Ovenight
Board (discussed in Appendix C)
Title III - Corporate Responsibility
Section 301 audil committee: requirements
Section 302 officer certifications
Title IV - Enhanced Financial Disclosnres
Section 401 requires that U.S. GAAP financial
statements filed with the SEC reflect all material
adjustments and disclose all material off-balance­
sheel transactions.
Section 404 management's assessment oflCFR,
along with the related report oflhe independent
auditor (reporting di.clISIcd in dcIal1 below)
Section 406 requires companies to disclose whether
they have a code of ethics, as well as any changes in
or waivers from such codes.
Section 408 mandates that the SEC will review every
public company's Forms lOoK at least once every
three years.
Seetion 409 requires disclosure on material changes
in the financial condition or operations of the issuer
on a rapid and current basis.
Title IX - White-Collar CrIme Penalty
Enhancements increases various penalties for white­
collar crime, including mail, wire, and securities
fraud.
Title Xl- Corporate Fraud and Accountability
imposes criminal penalties for corruptly altering or
destroying documents or otherwise impeding an
official proceeding.

Section 404 Reporting
The reports resulting from the Sarbanes-Oxley Act thai investors began seeing with the
filing of annual reports with year ends subsequent 10 November, 15,2004 are the
following:

Management's report
Management states its responsibility for maintaining adequale TCFR and gives its
assessment of whether or nollCFR is effective. According to the rules,
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management cannot state that ICFR is effective if even one material weakness
exists at year-end.

Under the SEC rules. management's report on ICFR should include the following
information:

• Statement of management's responsibility for establishing and
maintaining adequate ICFR.

• Statement identifYing the framework used by management to evaluate the
effectiveness ofICFR, i.e. Committee of Sponsoring Organizations ofthe
Treadway Commission ("COSO") framework (see Appendix F).

• Management's assessment of the effectiveness of the company's ICFRas
of the end of the company's most receot fiscal year, including an explicit
statement as to whether that control is effective and disclosing any
material weakness identified by management in that control.

• Statement that the registered public accounting firm that audited the
financial statements included in the annual report has issued an attestation
report on management's internal control assessment .

Auditors' Reports
The content of the auditor's report is prescribed by the PCAOB standard. The
independent auditor evaluates and reports on the fairness ofmanagement's
assessment. The auditor also performs an independent audit of ICFR and issues an
opinion on whether internal control is operating effectively as of the assessment
date (i.e., the company's fiscal year-end). Ifone or more material weaknesses
exist at the company's fiscal year-end, the auditor cannot conclude that ICFR is
effective.

The most common opinions on the effectiveness oflCFR will be:
• Unqualified Opinion - An opinion that ICFR is effective: no material

weaknesses in ICFR exist as of the fIScal year-end assessment date.
• Adverse Opinion - An opinion that ICFR is not effective: one or more

material weaknesses exist as ofthe fiscal year-end assessment date.
• Disclaimer of Opinion - A report stating that restrictions on the scope of

the auditor's work prevent the auditor from expressing an opinion on the
company's ICFR.

As in the past, the independent auditor also issues an opinion on whether the
company's published financial statements are presented fairly in all material
respects in accordance with generally accepted accounting principlea. This report
may be combined with the auditor's report on ICFR, or it may be presented
separately.

Internal Control Deficiencies and Material Weaknesses
When an internal control deficiency is identified, management and the
independent auditor evaluate its significance and determine whether it constitutes
a control deficiency, a significant deficiency, or a material weafness. The
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PCAOB has defined a material weakness as a "significant control deficiency, or
combination of deficiencies, that results in more than a remote likelihood that a
material misstatement of the annual or interim financial statements will not be
prevented or detected." A material weakness docs not mean that a material
misstatement has occWTed or will occur, but that it could occur.

Deficiencies that are less serious than a material weakness (i.e., control
deficiencies and significant deficiencies) are required to be disclosed to the audit
committee and/or management, and management and the independent auditor
must evaluate less serious weaknesses to determine whether, when taken together,
they result in a material weakness. All identified material weaknesses that exist at
the company's fiscal year-end must be disclosed in the public reports issued by
management and the auditor. If one or more material weaknesses exist at the
company's fiscal year-end, management and the auditor must conclude that ICFR
is not effective. Management's report should disclose the nature of any material
weakness, in sufficient detail to enable investors and other financial statement
users to understand the weakness and evaluate the circumstances underlying it.
The PCAOB auditing standards also requires that the independent auditor's report
provide specific infonnation about the nature of any material weakness and the
actual and potential effect on the company's financial statements.
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Appendix F: COSO FrameworkXVI

Committee of Sponsoring Organizations of the Treadway Commission ("COSO")
was formed in 1985 to sponsor the National Commission on Fraudulent Financial
Reporting. COSO created an internal control framework for companies and their auditors.
This ftamework is not a checklist of requirements for effective internal control, but a
conceptual paradigm that provides subjective concepts ofeffective internal control.
Considerable judgment is involved in desiglling the actual operative control process.

Although the COSO framework also addresses internal conirol over compliance and
operations, Section 404 of the Sarbanes-Oxley Act generally requires management to
assess only its ICFR.

COSO defines internal control as a process implemented by an organization's board of
directors, management, and other personnel that is designed to provide reasonable
assurance that an organization can achieve its objectives in three areas:
• Effective and efficient operations
• Reliable financial reporting
• Compliance with applicable laws and regulations.

The COSO framework presents the following five related
components of internal control:
• Control Environment - The control environment sets the

tone for the organization. This is the foundation for all
other components of internal control, providing discipline
and structure.

• Risk Assessment- Risk assessment is the identification
and analysis of relevant risks and their effect on
achievement of the company's objectives.

• Control Activities - Control activities help ensure. that
management's directives are implemented and that
necessary actions are taken to address risks, enabling the
entity to achieve its objectives. These activities take place
at all levels and in all functions of the organization,
involving processes as diverse as approvals,
authorizations, verifications, reconciliations, reviews of
operating performance, security ofassets, and segregation ofduties .

• Information and Communication - Pertinent information must be selected and
communicated in a manner and time ftame that enable people to carry out their
responsibilities.

• Monitoring Controls - Monitoring is the continuous process management uses to
assess and maintain the quality of internal control. Monitoring includes ongoing
management and supervisory activities in the normal course ofoperations, as well as
periodic activities by senior management and the process for reporting and remediating
deficiencies. The assessments mandated by Section 404 are monitoring activities.
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DIMDI.....

These mlltel1als and the InrotTnllUon conlalned herein art Intended to provide genenll
Information on a parUc"ler SUbieet or 5ubjeet5 and art not an t.haustlve treBtment 01 sudl
subjm: (5).

Accordingly. the Information In these m,tenets Is not Intended to constltute accounting, tax,
Iegel, Investment. tonsuaing or othe-r profeSSIonal adVice or servkft. The lnformatton 15 not
intended to hi! ~11ecI upon as the sole bells 'or ."y dedston whKh me)' effect you or your
business. eerore making .ny dedston or teklng any action thilt might effect yOUr personal
finances or bustOeH, VOIJ shOuld consult a qualmed profeSSlONII seMrer.

These metelials and the In'ormatlon contained the~n are provided as Is, WIth no express or
implied representelIOns or Wan1lntles regardIng thI.. maten_ or the Information contelnecl
therein. Wlthout. limitinG the fcngolng, tne/'l: Is no warranty that the materlllts or
information contained therein wtl be error·free or will meet any plIfticu"r c"terta or
performence or quality. All implied warrantle•• tnelldlng Without Ilmltatkln, warranties of
metthentIbtUty. tide, fttness for .. partiCUlar pUF9QH, oonlnfrtnoement. compI!JUbillty,
security and tlccu""cy are expressly dlsdalmed.

If Ilny of the foregoing Is not fully enforueble lOr IIny rell$Ol1, the remeillder shall
noncthetes5 continue to apply.
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Attachment 6

IMPACT ON AUTOMATED REPORTING MANAGEMENT INFORMAnON SYSTEM (AR\1IS) REPORTING AND FCC FORM 492A

ARMIS Reoort Schedule - Title Impacted Explanation
43-01 Annual Summary I - Cost and Revenue Yes • Some data will no longer be available
Reoort
43-0 I Annual Summary II - Demand Analysis No • Schedule is not impacted.
Renort
43-01 Annual Summary III - Pole and Conduit Rental Calculation No • Schedule is not impacted.
Reoort Information
43-02 USOA Report C3 - Respondent Corporate Information No • Schedule is not impacted.
43-02 USOA Report C5 - Important Changes During the Year No • Schedule is not impacted.
43-02 USOA Report 81 - Balance Sheet Accounts No • Schedule is not impacted.
43-02 USOA Report 82 - Statements of Cash Flows No • Schedule is not impacted.
43-02 USOA Report B3 - Investments in Affiliate Companies No • Schedule is not impacted.
43-02 USOA Report B4 - Analysis of Assets Purchased From Yes • Some data will no longer be available

or Sold To Affiliates
43-02 USOA Report B5 - Analysis of Entries in Accumulated No • Schedule is not impacted.

Deoreciation
43-02 USOA Report B6 - Summary of Investment and No • Schedule is not impacted.

Accumulated Depreciation
43-02 USOA Report B7 - Bases of Changes for Depreciation No • Schedule is not impacted.
43-02 USOA Report B I0 - Accounts Payable to Affiliates No • Schedule is not impacted.
43-02 USOA Report II Income Statement Accounts No • Schedule is not impacted.
43-02 USOA Report 12- Analysis of Services Purchased From Yes • Some data will no longer be available

or Sold To Affiliates
43-02 USOA Report 16 - Special Charges No • Schedule is not impacted.
43-02 USOA Report 17 - Donations or Payments for Services No • Schedule is not impacted.

Rendered by Persons Other than
Employees

43-03 Joint Cost Report I - Regulated/Nonregu1ated Data Yes • Some data will no longer be available.
43-04 Access Report I - Separations and Access Data Yes • Data will no longer be available
43-05 Service Quality Report 1- Installation and Repair Intervals No • Schedule is not impacted.

Ilnterexchange Acces;)
43-05 Service Quality Report II - Installation and Repair Intervals No • Schedule is not impacted.

(Local Service)
43-05 Service Quality Report III - Common Trunk Blockage No • Schedule is not impacted.
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Attachment 6

IMPACT ON AUTOMATED REPORTING MANAGEMENT INFORMATION SYSTEM (ARMIS) REPORTING AND FCC FORM 492A

ARMIS Report Schedule - Title Impacted Explanation
43-05 Service Quality Report IV - Total Switch Downtime No • Schedule is not impacted.
43-05 Service Quality Report IVA - Occurrences of Two Minutes Or No • Schedule is not impacted.

More Duration Downtime
43-05 Service Quality Report V - Service Quality Complaints No • Schedule is not impacted.
43-06 Customer Satisfaction I - Customer Satisfaction Survey No • Schedule is not impacted.
ReDort
43-07 Infrastructure Report I - Switching Equipment No • Schedule is not impacted.
43-07 Infrastructure Report II - Transmission Facilities No • Schedule is not impacted.
43-08 Operating Data Report IA - Outside Plant Statistics Cable and No • Schedule is not impacted.

Wire Facilities
43-08 Operating Data Report IB - Outside Plant Statistics Other No • Schedule is not impacted.
43-08 Operating Data Report II - Switched Access Lines in Service No • Schedule is not imoacted.
43-08 Operating Data Report III - Access L1nes in Service by No • Schedule is not impacted.

Customer
43-08 Operating Data Report IV - Telephone Calls No • Schedule is not impacted.
495A Forecast ofInvestment I - Forecasted Usage Schedule Yes • Data will no longer be available.
Usage Report
495A Forecast oflnvestment II - Forecasted Investment Allocation Yes • Data will no longer be available
Usaoe Reoort
495A Forecast ofInvestment III - Forecasted Investment Summary Yes • Data will no longer be available
Usage ReDort
495B Actual Usage of IV - Actual Apportionment of Investment Yes • Data will no longer be available
Investment Renort Dollars
495B Actual Usage of V - Actual Usage ofinvestment Units Yes • Data will no longer be available
Investment ReDort
495B Actual Usage of VI- Actual Investment Summary Yes • Data will no longer be available
Investment Report
FCC Fonn 492A Rate of Return Yes • Data will no longer be available
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